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During the 2019 Session, the General Assembly enacted legislation that allows any
taxpayer holding Virginia Port Volume Increase Tax Credits to transfer unused, but otherwise
allowable credits, for use by another taxpayer on its Virginia income tax return. Transferred
credits may be retroactively applied from the date such credits were originally issued, and the
transferee is permitted to file an amended return to claim such transferred credit for a prior
taxable year within the three-year statute of limitations. No transfer of tax credits is allowed
unless such transfer occurs within one calendar year of the credit holder earning such credit.
Only credits issued in taxable years beginning on and after January 1, 2018, but before January
I, 2022, are transferable.

The credit is subject to an annual credit cap of $3.2 million. The credit is currently
scheduled to expire for taxable years beginning on or after January 1, 2022.

Research and Development Expenses Tax Credit

The Research and Development Expenses Tax Credit is a refundable individual and
corporate income tax credit for conducting qualified research and development in Virginia. The
credit is comprised of a base credit and a supplemental credit that is available only to the extent
that the total amount of base credits granted for a fiscal year is less than the annual credit cap. A
taxpayer may compute the base credit using the primary method for determining the credit or
elect to compute the base credit using the alternative simplified method (“simplified method™)
for determining the credit.

The base credit for a taxpayer using the primary method is equal to: (i) 15 percent of the
Virginia qualified research and development expenses paid or incurred by the taxpayer during
the credit year (up to a $45,000 credit), or (ii) 20 percent of the Virginia qualified research and
development expenses paid or incurred by the taxpayer during the credit year if the Virginia
qualified research was conducted in conjunction with a Virginia public or private college or
university (up to a $60,000 credit), to the extent such expenses exceed the taxpayer’s Virginia
base amount.

The base credit for a taxpayer that elects to utilize the simplified method is equal to 10
percent of the difference between:

e The Virginia qualified research and development expenses paid or incurred by the
taxpayer during the taxable year; and

¢ 50 percent of the average Virginia qualified research and development expenses paid or
incurred by the taxpayer for the three immediately preceding taxable years

If a taxpayer did not pay or incur Virginia qualified research and development expenses
in any one of the three preceding taxable years, the base credit is equal to 5 percent of the
Virginia qualified research and development expenses paid or incurred by the taxpayer during
the relevant taxable year. The annual base credit amount allowed may not exceed (i) $45,000 or
(ii) $60,000 if the Virginia qualified research was conducted in conjunction with a Virginia
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public or private college or university. No taxpayer may claim both this credit and the Major
Research and Development Expenses Tax Credit for the same taxable year.

When the Research and Development Expenses Tax Credit was first enacted, it was
subject to a $5 million annual cap. The cap was increased to $6 million for Taxable Years 2014
and 2015, and to $7 million for Taxable Year 2016 through Taxable Year 2020. During the 2020
Session, the General Assembly enacted legislation that increased the annual credit cap to $7.77
million for Taxable Year 2021 and thereafter. The credit is currently scheduled to expire for
taxable years beginning on or after January 1, 2025.

Major Research and Development Expenses Tax Credit

Virginia allows a nonrefundable individual and corporate income tax credit for incurring
more than $5 million of Virginia qualified research and development expenses during a taxable
year. Known as the Major Research and Development Expenses Tax Credit, the amount of such
credit is equal to 10 percent of the difference between:

e The Virginia qualified research and development expenses paid or incurred by the
taxpayer during the taxable year; and

e 50 percent of the average Virginia qualified research and development expenses paid or
incurred by the taxpayer for the three taxable years immediately preceding the taxable
years.

If a taxpayer did not pay or incur Virginia qualified research and development expenses
in any one of the three taxable years immediately preceding the taxable year for which the credit
is being determined, the credit is equal to five percent of the Virginia qualified research and
development expenses paid or incurred by the taxpayer during the relevant taxable year.

The amount of the credit claimed for the taxable year may not exceed 75 percent of the
total amount of income tax imposed on the taxpayer for the taxable year. Any credits not used in
the taxable year the credit is first allowed may be carried forward for the next 10 succeeding
taxable years.

When it was first enacted during the 2016 Session, the credit was subject to an annual
credit cap of $20 million. During the 2020 Session, the General Assembly enacted legislation
that increased the annual credit cap to $24 million for Taxable Year 2021 and thereafter. The
credit is currently scheduled to expire for taxable years beginning on or after January 1, 2025.

Food Crop Donation Tax Credit

Taxpayers engaged in the business of farming for growing food crops in the
Commonwealth and donating such crops to a nonprofit food bank may claim the Food Crop
Donation Tax Credit against the individual income and corporate income tax. The amount of the
credit is equal to 30 percent of the fair market value of such crops. No taxpayer is permitted to
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claim more than $5,000 in credits for a taxable year. Such tax credit is permitted if all of the
following requirements are met:

® The use of the donated food crops by the donee nonprofit food bank is related to
providing food to the needy;

» The donated food crops are not transferred for use outside the Commonwealth or used by
the donee nonprofit food bank as consideration for services performed or personal
property purchased; and

¢ The donated food crops, if sold by the donee nonprofit food bank, are sold to the needy,

other nonprofit food banks, or organizations that intend to use the food crops to provide
food to the needy.

The amount of credit allowed to be claimed cannot exceed the tax imposed for such
taxable year. Any credits not used in the taxable year the credit is first allowed may be carried
forward for the next 5 succeeding taxable years. The credit is subject to an annual credit cap of
$250,000. The credit is currently scheduled to expire for taxable years beginning on or after
January 1, 2022.








